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THE LIBRARIAN OF CONGRESS

The President of the Senate
The Speaker of the House of Representatives

Sirs:

It is my pleasure to submit to you the Library’s fiscal year 2002 financial statements
and accompanying opinion of the independent auditors, Kearney & Company.

The Library’s major fiscal 2002 highlights include completing the congressionally
mandated National Digital Information Infrastructure and Preservation Program plan; adding 14
new multimedia historical collections to the American Memory Web site, increasing to more than
7.8 million the number of items freely available on-line or in digital archives; responding to the
September 11th terrorist attack and subsequent anthrax incidents by providing focused
congressional support on terrorism and homeland security, and acquiring and preserving
historically significant items to document and record the events for posterity; implementing three
new fee-for-service revolving funds; reducing the Library’s arrearage of uncataloged collections by
more than one million items; and recording more than two billion electronic transactions on the
Library’s Web sites.

For the seventh consecutive year, the independent auditors have issued an
unqualified “clean” opinion on the Library’s Consolidated Financial Statements. The net cost of
the Library’s seven major programs totals $563.6 million and includes $59.8 million in costs
incurred by four other agencies (i.e., Architect of the Capitol, Government Printing Office, Office
of Personnel Management, and the Department of the Treasury) in support of the Library’s
programs. The net cost also includes $93.5 million in earned revenue from copyright registration
fees, cataloging distribution sales, and other fee-based and reimbursable programs.

The Library continues to improve its financial and management systems while
placing great emphasis on ensuring the security of our staff and collections, which total more than
126 million items. We recognize that we need to improve further our computer and collections
controls as documented in the accountability reports. We are executing corrective measures as part
of our strategic planning process.

I am proud of the Library’s stewardship of its financial affairs, and I am happy to
bring the enclosed report to your attention.

Sincerely,

of 7$0

James H. Billington
The Librarian of Congress

101 Independence Avenue, S.E. Washington, DC 20540-1000 Tel.: {202) 707-5205 FAX: (202) 707-1714
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THE LIBRARY OF CONGRESS
CONSOLIDATED FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2002

MANAGEMENT’S DISCUSSION AND ANALYSIS

INTRODUCTION

The Management’s Discussion and Analysis (MDA) is
designed to provide a high level overview of the Library:
who we are, what we do, and how we accomplished our
mission during fiscal year 2002.

THE LIBRARY OF CONGRESS AND
ITS MISSION

The Library of Congress, an agency in the legislative
branch of the government, is the world's largest and most
comprehensive library, maintaining a collection of more
than 126 million items — many of them unique and
irreplaceable — in more than 450 languages. It directly
serves not only the Congress, but the entire nation with
the most important commodity of our time: information.

The Library's mission is to make its resources available
and useful to the Congress and the American people and
to sustain and preserve a universal collection of
knowledge and creativity for future generations.

STRATEGIC PLAN AND PRIORITIES

The Library's challenge, under its 1997-2004 strategic
plan, is to sustain past gains while becoming a more
efficient and effective operation. The Library has a
proven record of making knowledge and information
accessible to users everywhere — evidenced by the
exponential rate of growth in the Library's Internet
transactions and the wide public acclaim of its Web site.

The Library's vision for the 21% century is to "lead the
nation in ensuring access to knowledge and information
and in promoting its creative use for the Congress and its
constituents." The strategic plan maps the changes that
will ensure that the Library — the research and
information arm of the national legislature and the world's
foremost storehouse of knowledge — continues its worthy
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tradition of collecting, preserving, sharing, and fostering
creativity and learning in support of the Congress, the
public and the democratic ideal. Open access is the basic
principle of our public library system and is more
important than ever in helping prevent a division between
information "haves" and "have-nots" in the electronic
age. The Congress, through its library, is ensuring that
the tools of learning — and of learning about America —
will be universally accessible in the new millennium.

The Library's strategic plan priorities are:

1. to make knowledge and creativity available
to the United States Congress;

to acquire, organize, preserve, secure, and
sustain for the present and future of the
Congress and the nation a comprehensive
record of American history and creativity and
a universal collection of human knowledge;

3. to make its collections maximally accessible
to the Congress, the U. S. Government, and
the public; and

to add interpretive and educational value to
the basic resources of the Library.

The Congress asked the Library in December 2000, to
develop a plan and lead an effort to make sure that digital
materials can be preserved for our national information
reserve. The new digital technology offers great promise,
but it also creates an unprecedented surfeit of data in an
unstable and ephemeral environment. The Library’s
National Digital Information Infrastructure and
Preservation Program (NDIIPP) plan was submitted to
the Congress on October 3, 2002, and the plan envisions
the establishment of a national network of committed
partners, collaborating in a digital preservation
architecture with defined roles and responsibilities. Over
the next two to five years, the Library plans to seed
practical projects and research that advance the



development of a national digital preservation
infrastructure. To begin building the preservation
infrastructure, the Library is working on the two key
components that support it: developing a network of
participants and building the technical framework. By
establishing NDIIPP, the Congress recognized that the
Library is uniquely positioned to bring together all the
stakeholders in this new digital landscape — creators,
distributors, and users — to address the problem of sorting
and preserving significant content in the burgeoning
world of digital information. The Library has a long
history as a trusted convener able to facilitate the
development of standards and best practices in
librarianship and cultural stewardship across the country
and internationally.

BRIEF HISTORY

The Library of Congress is a living monument to the
remarkable wisdom of the Founding Fathers who saw
access to an ever-expanding body of knowledge as
essential to a dynamic democracy. The Library's three
buildings are named for Thomas Jefferson, John Adams,
and James Madison. With the support of these
Presidents, the Congress established the Library in 1800,
as soon as it moved to the new capital city of
Washington, and established the Joint Committee on the
Library as the first Joint Committee of the Congress in
1802.

Jefferson, in particular, took a keen interest in the new
institution. After the British burned the Capitol and the
Library during the War of 1812, Congress accepted
Jefferson's offer to "recommence" the Library and
purchase his multi-lingual 6,487-volume collection (then
the finest in America) at a price of $23,950. It contained

volumes in many languages on everything from

architecture to geography and the sciences. Anticipating
the argument that his collection might seem too wide-
ranging for Congress, Jefferson said that there was "no
subject to which a Member of Congress might not have
occasion to refer."”

Jefferson's ideals of a "universal" collection and of
sharing knowledge as widely as possible still guide the
Library. With Congressional blessing and support, the
Library has grown to serve the Congress and the nation
more broadly in ways that no other library has ever done,
largely as a result of four milestone laws: (1) the
copyright law of 1870, which stipulated that two copies
of every book, pamphlet, map, print, photograph, and
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piece of music registered for copyright in the United
States be deposited in the Library; (2) the 1886
authorization of the first separate Library of Congress
building that contained openly accessible reading rooms
and exhibition space for the general public; (3) the 1902
law that authorized the Library to sell its cataloging
records inexpensively to the nation's libraries and thus
massively help to subsidize the entire American library
system; and (4) the law in 1931 that established the
program in the Library to create and supply free library
materials to blind and physically handicapped readers
throughout the country. Congress thus established the
basis both for the continued growth of the collections and
for the extension of the Library's services to citizens
everywhere.

In 1914, Congress created the Legislative Reference
Service (LRS) as a separate entity within the Library to
provide specialized services to "Congress and committees
and Members thereof." In 1946, the Congress granted
LRS further statutory status within the Library and
directed it to employ specialists to cover broad subject
areas. Congress renamed LRS as the Congressional
Research Service (CRS) in 1970 and enhanced its
analytical capabilities by defining its policy role for the
Congress and emphasizing research support to the
committees of Congress.

More recently, a series of Congressional statutes have
created within the Library of Congress the American
Folklife Center (1976), the American Television and
Radio Archives (1976), the National Center for the Book
(1977), the National Film Preservation Board (1988), the
National Film Preservation Foundation (1996), the
Cooperative Acquisitions Program Revolving Fund
(1997), the Sound Recording Preservation Board and
Foundation (2000) and the authorization of three
revolving funds for fee services (2000) -- further
extending the Library of Congress' national role.

THE LIBRARY OF CONGRESS TODAY

The core of the Library is its incomparable collections
and the specialists who interpret and share them. The
Library's 126 million items include almost all languages
and media through which knowledge and creativity are
preserved and communicated.

The Library has more than 28 million items in its print
collections, including 5,706 volumes printed before the
year 1500; 12 million photographs; 4 million maps, 2



million audio recordings; 900,000 motion pictures,
including the earliest movies ever made; 5 million pieces
of music; 56 million pages of personal papers and
manuscripts, including those of 23 Presidents of the
United States as well as hundreds of thousands of
scientific and government documents.

New treasures are added each year. Notable acquisitions
during fiscal year 2002 include: the Carte des Etats De
L’Amerigue Suivant le Traite de paix de 1783, Dediee et
presentee a s. Excellence Mr. Benjamin Franklin--one of
the earliest maps to identify the United States as an
independent country and includes extensive marginal text
which reports the military events of the American
Revolution; the papers of Jackie Robinson--
comprehensive in scope, the collection of more than
7,000 items richly chronicles all aspects of his life; the
Thomas Kane Library of Ethiopia, regarded as the most
important body of works on Ethiopia; Takvim-ut-Tevarih,
published in Instanbul in 1733 and one of the first books
printed by Muslims (Turks) using movable type; twenty-
six rare Afghan monographs that were smuggled out of
Afghanistan during the Taliban era; sixty-seven North
Korean movies, the first North Korean videos acquired by
the Library; the Aaron Zieglelman Foundation Collection,
consisting of photographs, photographic negatives,
letters, manuscripts, maps, videotapes, and ephemera that
document a variety of cultural traditions and everyday life
in the Jewish shtetl of Luboml, Poland, prior to the
community’s obliteration during World War II; and the
Prelinger Collection, containing more than 48,000
historical “ephemeral” motion pictures, which brings
together a variety of American ephemeral motion
pictures—advertising, educational, industrial, amateur, and
documentary films depicting everyday life, culture, and
industry in America throughout the 20™ century.

Every workday, the Library's staff adds some 10,000 new
items to the collections after organizing and cataloging
them and finds ways to share them with the Congress and
the nation -- by providing on-line access across the
nation, by assisting users in the Library's reading rooms,
and by featuring the Library's collections in cultural
programs.

Major annual services include delivering more than
810,000 congressional research responses and services,
registering more than 520,000 copyright claims, and
circulating more than 23 million audio and braille books
and magazines free to blind and physically handicapped
individuals all across America. The Library annually
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catalogs more than 300,000 books and serials and
provides the bibliographic record inexpensively to the
nation’s libraries, saving them millions of dollars
annually.

The Library also provides free on-line access, via the
Internet, to its automated information files, which contain
more than 75 million records -- to Congressional offices,
Federal agencies, libraries, and the public. The Library's
Internet-based systems include major World Wide Web
(www) services (e.g., Legislative Information System,
THOMAS, www.loc.gov , www.AmericasLibrary.gov ,
Global Legal Information Network, the Library of
Congress On-line Public Access Catalog
(http://catalog.Joc.gov), and various file transfer options.
The Librarian of Congress, appointed by the President
with the advice and consent of the Senate, directs the
Library. The Deputy Librarian of Congress is the Chief
Operating Officer who manages the day-to-day operations
through five service units and an enabling infrastructure
(see organizational chart).

The Library has six programs:

National Library

Law Library

Copyright Office

Congressional Research Service

National Library Service for the Blind and
Physically Handicapped

Revolving and Reimbursable Funds

The Library of Congress programs and activities are
funded by four salaries and expenses (S&E)
appropriations which support congressional services,
national library and law library services, copyright
administration, library services to blind and physically
handicapped people, and management support. A
separate appropriation funds furniture and furnishings.



Library of Congress

. Office of the Inspector ...
neral

¢ The Librarian Of Congress
" The Deputy Librarian of Congress

Chief of Staff ]

[ I I 1
 Congressional Research Copyright Office Law Library LibraryServices* Strategic Initiatives™
E Service :
Enabling Infrastructure
L . | Integrated Support .
Financil Services l QSEFViceSPP Internal University Security

Human Resources
Services

| Planning Management
k & Evaluation

* Includes National Library Service for the Blind and Physically Handicapped: Program costs reported under National Library Program

** Tncludes Information Technology Services; Program costs reported under National Library Program and infrastructure costs are allocated.

OVERVIEW OF FINANCIAL
STATEMENTS

For fiscal years 2002 and 2001, the Library has prepared
a Consolidated Balance Sheet, a Consolidated Statement
of Net Costs, a Consolidated Statement of Changes in Net
Position, a Combined Statement of Budgetary Resources
and a Consolidated Statement of Financing (see Section
2).

Consolidated Balance Sheet

The purpose of the consolidated balance sheet is to
provide financial statement users with information about
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the Library's assets, liabilities, and net position as of
September 30, 2002 and 2001. In accordance with
generally accepted accounting principles for federal
government entities, the value of the Library’s collections
(our largest asset) is not calculated and reported as a
monetary asset. Instead, the Library prepares a
Stewardship Report (see Section 3), which describes the
collections and provides relevant information about their
use, preservation, security, etc. The Library’s Net
Position consists of: (1) the portion of the Library’s
appropriations that are unexpended; and (2) the
cumulative balances of gift, trust, revolving and
reimbursable funds.



Assets (in millions) Liabilities and Net Position (in millions)
2002 2001 2002 2001
) ' Liabilities Covered by
Entity Assets $ 499.0 $ 479.6 Budgetary Resources $ 7305 $ 633.4
. Liabilities Not Covered by

Non-Entity Assets 657.7 555.0 Budgetary Resources 32.7 31.7
Total Liabilities 763.2 665.1
Net Position 393.5 369.5

Total Assets § 1,567 § 1,034.6| Lotal Liabilites and $ 11567 $ 1,034.6
Net Position

The Library’s assets total $1.2 billion for fiscal year 2002
and $1.0 billion in fiscal year 2001. Entity assets
increased by $19.4 million during fiscal year 2002
primarily due to the $16 million supplemental
appropriation for the Library’s alternative computer
facility that was unexpended as of September 30, 2002.
Non-entity assets (i.e., funds held and invested for future
distribution to copyright owners) comprise 57 percent and
54 percent of all assets and total $657.7 million and
$555.0 million for fiscal years 2002 and 2001,
respectively. Non-entity (custodial) assets increased by
$102.7 million during fiscal year 2002 because current
year royalty receipts were more than multiple prior-year
royalty distributions to Copyright owners. The Copyright
Office made four distributions of royalty fees, totaling
$110 million, during fiscal year 2002 - a decrease of
$156 million from fiscal year 2001. The Library is
authorized to invest the royalty funds in U.S. Treasury
securities until the funds are distributed.

The Library’s liabilities total $763.2 million and $665.1
million for fiscal years 2002 and 2001, respectively, with
custodial and deposit account activities (i. e., funds held
for future distribution to copyright owners) as the major
item. The custodial liability increased following the
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lower royalty distribution made during fiscal year 2002.
Other large liabilities include funds advanced from other
governmental agencies for the FEDLINK program and
accounts payable for various operating expenses.

The accompanying Balance Sheet does not include the
acquisition and improvement costs of the Library's
buildings and grounds. By law, these buildings and
grounds are under the structural and mechanical care of
the Architect of the Capitol.

Consolidated Statement of Net Costs

The purpose of the Consolidated Statement of Net Costs
is to provide financial statement users with information
about the costs and earned revenues for the Library’s six
programs for the fiscal years ended September 30, 2002
and 2001. In other words, the statement presents the net
costs of our programs — $563.6 million and $522.6
million for the fiscal years 2002 and 2001, respectively.
Net costs include allocated management support costs
(e.g., human resources, financial services, facility
services). The net costs for each of the Library’s six
programs are:



The Library of Congress

Consolidated Statemeht of Net Costs

B Fiscal Year 2002 - $563.6M

U Fiscal Year 2001 - $522.6M

Law Library ‘
Copyright Office

Natonal Library

National Library - With net program costs of $341.5
million and $313.9 million for fiscal years 2002 and
2001, respectively, National Library is the Library’s
largest program and is responsible for the traditional
library activities of acquisitions, cataloging, research and
reference, and preservation. The significant increase in
net program costs is due, along with normal increases in
operating activities, to the increase of $7 million of cost
incurred for the National Digital Library and the $5
million paid in fiscal 2002 for the Waldseemuller map.
Earned revenue also decreased in fiscal 2002 because all
receipts of coin surcharge, including $1.6 million in fiscal
2001, were paid to the Library by the end of fiscal 2001.

National Library provides the following major services:

»  Acquisitions — Each year the Library acquires
more than two million new items in all formats
for addition to its priceless collections, which
are the largest and most wide-ranging of any
library in the world. The collections, and the
information they contain, are the foundation for
the many services the Library provides to the
Congress and the nation.

Congressional Rese arch Service

Reimbursable and Revolving Funds
Nat!Lib Serv for Blind & Phys Hand

Cataloging -~ The Library produces
bibliographic records and related products and
develops policy and standards for libraries and
bibliographic utilities in all fifty states and
territories -- cataloging that saves America's
libraries millions of dollars annually (the money
it would cost them if they had to catalog the
books and other materials themselves).

Research and Reference — The Library makes
available to scholars and other researchers vast
information resources, many of which are
unique, covering almost all formats, subjects,
and languages. The Library responds to nearly
one million information requests a year from
across the nation, including more than 500,000
in person in the 19 reading rooms open to the
public in Washington. In addition, the Library
responds to some 56,000 free interlibrary loan
requests from across the nation and over 25,000
requests for book loans from the Congress each
year.

On-line Access Services -- The Library
provides free on-line access via the Internet to
its automated information files, which contain



more than 75 million records -- to Congressional
offices, Federal agencies, libraries, schools, and
the public. Internet-based systems include three
World Wide Web (www) services (e.g.,
THOMAS, www.loc.gov), the Library of
Congress On-line Public Access Catalog
(http:\\catalog.loc.gov), and various file transfer
options. These Internet-based systems now
record more than 90 million transactions a
month.

American Creativity — The Library manages
the largest, most varied, and most important
archival collection of American creativity —
including motion pictures, sound recordings,
maps, prints, photographs, manuscripts, music,
and folklore covering a wide range of ethnic and
geographic communities. The Library provides
reference assistance to researchers and the
general public, conducts field research, and
promotes the preservation of American culture
throughout the United States.

Preservation — The Library develops and
manages a program to preserve the diverse
materials and formats in the Library's
collections. The program provides a full range
of prospective and retrospective preservation
treatment for hundreds of thousands of items a
year; conducts research into new technologies;
emphasizes prevention techniques including
proper environmental storage and training for
emergency situations; conserves and preserves
materials; and reformats materials to more stable
media. The Library plays a key role in
developing national and international standards
that support the work of federal, state, and local
agencies in preserving the nation's cultural
heritage.

Reading Promotion and Outreach — The
Library promotes books, reading, and literacy
through the Library's Center for the Book, its
affiliated centers in 50 states and the District of
Columbia, and nearly 100 national
organizational partners. The Library encourages
knowledge and use of its collections through
other outreach programs (cable TV, lectures,
publications, conferences and symposia,
exhibitions, poetry readings -- all primarily
supported by private funding) and through use
of the Library's home page on the World Wide
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Web. The Library also gives some 90,000
surplus books annually to qualified libraries and
nonprofit educational institutions through its
nationwide donation program.

» Digital Initiatives -- The Library oversees and
coordinates cross-institutional digital initiatives,
including the National Digital Information
Infrastructure and Preservation Program
(NDIIPP). The vision of NDIIPP is to ensure
access over time to a rich body of digital content
through the establishment of a national network
of committed partners, collaborating in a digital
preservation architecture with defined roles and
responsibilities.

Law Library - The Law Library of Congress, with net
program costs of $16.6 and $14.6 million for fiscal years
2002 and 2001, respectively, provides direct research
service to the Congress in foreign, international, and
comparative law. In addition to Members, Committees of
the Congress and the Congressional Research Service, the
Law Library provides officers of the legislative branch,
Justices of the Supreme Court and other judges, members
ofthe Departments of State and Justice, and other federal
agencies with bibliographic and informational services,
background papers, comparative legal studies, legal
interpretations, and translations. As its congressional
priorities permit, the Law Library makes its collections
and services available to a diverse community of users --
the foreign diplomatic corps, international organizations,
members of the bench and bar, educational institutions,
nongovernmental libraries, legal service organizations,
and the general public -- serving more than 100,000 users
annually.

Copyright Office - The Copyright Office (CO), with net
program costs of $33.2 and $29.7 million for fiscal years
2002 and 2001, respectively, administers the U.S.
copyright laws, provides copyright policy analysis to the
Congress and executive branch agencies, actively
promotes international protection for intellectual property
created by U.S. citizens, and provides public information
and education on copyright. In fiscal year 2002, the CO
registered more than 520,000 claims to copyright,
transferred nearly 900,000 works to the Library, recorded
more than 10,500 documents containing more than
218,000 titles, logged 13 million electronic transactions
to key pages of its Web site, and responded to almost
360,000 in-person, telephone and e-mail requests for
information. The CO convenes and supports Copyright
Arbitration Royalty Panels for the purpose of (a)




distributing hundreds of millions of dollars in royalties
that are collected under various compulsory license
provisions of the copyright law, and (b) adjusting the
royalty rates of these license provisions. Registration fees
and authorized reductions from royalty receipts fund most
of the CO. Copies of works received through the
copyright system form the core of the Library’s immense
Americana collections, which provide the mint record of
American creativity.

Congressional Research Service - The Congressional
Research Service (CRS), with net program costs of
$108.4 and $99.7 million for fiscal years 2002 and 2001,
respectively, provides non-partisan analytical research
and information services to all Members and committees
of the Congress. CRS works directly and exclusively for
the Congress in support of its legislative functions. By
maintaining a cost-effective, shared pool of expertise,
CRS provides timely and balanced analyses of legislative
proposals and public policy issues through provision of
reports, tailored confidential memoranda, individual
consultations and briefings — a comprehensive source of
information and analysis on almost any legislatively
relevant subject. In 2002, CRS delivered more than
810,000 research responses and services.

National Library Service for the Blind and Physically
Handicapped (NLS/BPH) - The NLS/BPH, which is
part of Library Services, manages a free national reading
program for more than 695,000 blind and physically
handicapped people -- circulating at no cost to users
approximately 23 million items a year. This program
consists of three segments:

1. The Library of Congress selects and
produces full-length books and magazines in
braille and on recorded disc and cassette and
contracts for the production of talking book
machines. The NLS/BPH’s fiscal years 2002
and 2001 net program costs for this segment
were $51.5 and $50.1 million, respectively.

2. A cooperating network of 137 regional and
subregional (local) libraries distribute the
machines and library materials provided by the
Library of Congress.

3. The U.S. Postal Service receives an
appropriation to support postage-free mail for
magazines, books, and machines which are sent
directly to readers. Reading materials (books
and magazines) and playback machines are sent
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to a total readership of 695,907 comprised of
more than 500,000 audio and braille readers
registered individually, in addition to an
estimated 200,000 eligible individuals located in
36,000 institutions.

Revolving and Reimbursable Funds - Under the
authority of 2 U.S.C. 182, the Library operates the
Cooperative Acquisitions Program revolving fund, the
revolving fund for duplication services associated with
the audiovisual conservation center, the revolving fund
for gift shop, decimal classification, photo duplication,
and related services and the revolving fund for the
Federal Library and Information Network (FEDLINK)
program and Federal Research program. The Library
also provides reimbursable accounting services for five
legislative agencies under cross-servicing agreements
(i.e., the Congressional Budget Office, the Office of
Compliance, the Capitol Preservation Commission,
Abraham Lincoln Bicentennial Commission, and the
Center for Russian Leadership Development). Through
these activities, the Library is able to further its programs
dealing with the acquisition of library materials, reader
and reference services, and support for public programs.

After reflecting earned revenues of $65.0 and $57.2
million in fiscal years 2002 and 2001, respectively,
reimbursable and revolving fund net program costs
totaled $12.5 and $14.5 million, respectively. The net
program costs were the result of the elimination of $6.3
and $6.2 million of intra-Library net revenues, $5.4 and
$3.5 million in allocated administrative overhead, and
$3.4 million in imputed inter-governmental costs (e.g.,
employee benefits) not recovered by fees charged by the
revolving funds for fiscal years 2002 and 2001,
respectively. The other $2.6 million of revenue for fiscal
2002 was primarily the result of $1.7 million
of revenue recognized upon the conversion of the Federal
Library and Information Network and the Federal
Research Program from reimbursable to revolving funds
and the successful operations of the Federal Research
Program during fiscal 2002 ($0.9 million). The other
$1.8 million of net program costs in fiscal 2001 was
predominately the result of the declining operations of'the
Photoduplicaption Service, which had a loss of $1.3
million for fiscal year 2001. A general description of
major revolving fund activities are:

» Cooperative Acquisitions Program - The
Cooperative Acquisitions Program, which is
operated by the Library’s six overseas field
offices, acquires foreign publications and



research materials on behalf of participating
institutions on a cost-recovery basis. Earned
revenues were $2.2 million for both fiscal years
2002 and 2001.

Duplication Services — Duplication Services
provides preservation services for the Library's
audio and visual collections, and products are
also produced for sale to the general public.
Earned revenues for both fiscal years 2002 and
2001 were each $0.6 million, of which $0.4
million was for intra-Library transactions which
were eliminated for both years in the
consolidated statements.

Gift Shop, Decimal Classification, Photo
Duplication, and related services — This
revolving fund provides for the operation of a
gift shop or other sales of items associated with
collections, exhibits, performances, and special
events of the Library of Congress; decimal
classification development services; and the
preservation and microfilming services for the
Library's collections and reprographic services
to other libraries, research institutions,
government agencies, and individuals in the
United States and abroad. Earned revenues
were $5.2 and $5.0 million in fiscal years 2002
and 2001, respectively, and intra-Library
transactions of $1.1 and $0.6 million were
eliminated during consolidation.

The FEDLINK program and Federal
Research program — The FEDLINK program
coordinates services and programs on behalf of
federal libraries and information centers,
providing education and training programs and
administering a cost-effective book, serial, and
database procurement program. Approximately
1,200 Federal offices participate in the program,
which saves the offices an estimated $6.3
million annually in contract cost avoidance
benefits and $12.3 million more in products and
services discounts.  The Federal Research
Program provides customized research services
that the Library is uniquely able to perform as a
result of its collections and the subject and
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language expertise of its staff. A popular FRP
product, available on-line via the Library's home
page, is the country study series of books. In
fiscal years 2002 and 2001, earned revenues
were $58.4 and $51.8 million, respectively.

Consolidated Statement of Changes in Net Position

The purpose of the Consolidated Statement of Changes in
Net Position is to provide financial statement users with
information about the Library’s financing sources and the
components of the changes in net position. The Library’s
financing sources totaled $559.3 and $557.0 million for
the fiscal years ended September 30, 2002 and 2001,
respectively.



The Library of Congress

Consolidated Statement of Changes in Net Position
Total Financing Sources
| | Fiscal Year 2001 - $557.0M

[l Fiscal Year 2002 - $559.3M

$200 ]
$100 —
50—

$100 -——

Appropriations Used

Donations

The major source of the Library’s funding is from
Congressional appropriations for five programs: National
Library, Law Library, Copyright Office, Congressional
Research Service, and National Library Service for the
Blind and Physically Handicapped. Appropriations used
during the fiscal years ended September 30, 2002 and
2001 totaled $458.7 and $391.0 million or 82 and 70.2
percent, respectively, of all financing. In addition to
normal increases in salaries and other inflationary
increases, the increase in appropriations used reflects
larger costs incurred for digital initiatives and the
acquisition of Library collections. ~The Library’s
donations decreased by $69.3 million during fiscal year
2002 following the acceptance of the $60 million John
Kluge pledge, which occurred in fiscal 2001, and a $6.4
million decrease in donated Ad Council advertising
services. Along with appropriations made directly to the
Library, other government agencies (i.e., the Architect of
the Capitol, the Office of Personnel Management,
Government Printing Office) used Congressional
appropriations and other financing sources to provide
support for the Library’s programs totaling an estimated

: e :
‘ Other Non-Exchange Revenue
Imputed Financing

$59.8 and $53.7 million (imputed financing) for fiscal
years 2002 and 2001, respectively. The support provided
included structural care and maintenance of the Library’s
buildings and grounds ($35.2 million and $30.8 million),
employee benefits ($23.9 million and $22.1 million),
acquisitions exchange services ($0.7 million and $0.6
million) and settled legal claims ($0.2 million for fiscal
2001). Other non-exchange revenue is negative primarily
as a result of a $22.2 million unrealized loss on non-
treasury investments.

The Library’s net position increased by $21.5 million
during fiscal year 2002, primarily due to the $16 million
supplement appropriation for the Library’s alternative
computer facility and the $5.6 million supplemented
appropriation for the loss of Copyright Office receipts,
which both were unexpended as of September 30, 2002.



Combined Statement of Budgetary
Resources

The Combined Statement of Budgetary Resources and the
related disclosures provide information about how
budgetary resources were made available, as well as their
status at the end of the period. The Budgetary Resources
section of the statement presents the total budgetary
resources available to the Library. The Status of
Budgetary Resources section of the statement presents
information about the status of budgetary resources at the
end of the period. Finally, the Outlays section presents
the total outlays of the Library and reconciles obligations
incurred to total outlays.

The Library’s budgetary resources were $1.6 billion for
both fiscal years 2002 and 2001, of which $640.3 and
$537.4 million were appropriated funds and $961.6 and
$1,065.2 million were non-appropriated funds. Total
outlays of $597.4 and $742.5 million were incurred with
the outlays of appropriated funds ($467.1 and $394.6
million) combined with outlays of the non-appropriated
funds ($130.3 and $347.8 million) in fiscal years 2002
and 2001. The decrease in outlays is primarily a result of
the aforementioned decrease of distributions of royalty
fees during fiscal year 2002.

Consolidated Statement of Financing

The Consolidated Statement of Financing is presented to
explain how budgetary resources obligated during the
fiscal year (presented on the Combined Statement of
Budgetary Resources) relate to the net costs of operations
of the Library (presented on the Consolidated Statement
of Net Costs). The Library had a difference between its
net obligations ($611.4 and $740.3 million) and its net
costs ($563.6 and $522.6 million) of $47.8 million and
$217.7 million for fiscal years 2002 and 2001,
respectively. This difference is primarily explained by
the refunds of non-exchange revenue and copyright
licensing royalties ($118.1 and $269.1 million) and
capitalized costs ($26.8 and $73.9 million) being offset
by increases of resources of non-budgetary donations
($52.1 and $58.9 million) and non-budgetary imputed
costs ($59.8 and $53.7 million).
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KEY PERFORMANCE MEASURES

Since 1998, the Library's collections have increased from
115.5 million to 126.1 million items -- an increase of 10.6
million or 9.1 percent. Over the same five-year period,
the full-time equivalent (FTE) staff paid by appropriated
funds has decreased from 3,958 to 3,947 — a decrease of
11 FTE's or 0.3 percent. The Library's Internet
transactions have grown dramatically from 615 million in
fiscal year 1998 to 2 billion in fiscal year 2002. Internet-
based systems include major World Wide Web services
(e.g., THOMAS, LC-Web) and various file transfer
options. This rapid growth will almost certainly continue
to increase because the Library has put on-line more than
seven million items of American history as the core of a
National Digital Library and operates an educational Web
site for families called “America’s Library.”



THE LIBRARY OF CONGRESS

COMPARISON OF APPROPRIATIONS, STAFF, AND WORKLOAD STATISTICS
Forthe Fiscat vears 1998, 1999, 2000, 2001 - and 2002

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 CHANGE % CHANGE
1998 — 2002

LIBRARY APPROPRIATIONS - ACTUAL $377,207,000 $391,660,000 $427,457,610 $550,347,401 $525,837,000 | + $148,360,000 | + 39.4
FULL-TIME EQUIVALENT (FTE) POSITIONS (Appropriated) 3,958 3,923 3,919 3,891 3,947 - 11 - 03
SIZE OF LIBRARY COLLECTIONS 115,505,695 118,993,629 120,976,339 124,247,602 126,060,980 + 10,555,285 | + 9.1
WORKLOAD STATISTICS:
Unprocessed Library Arrearages 19,090,657 19,793,689 19,215,629 21,142,980 20,095,008 + 1,004,351 + 5.2
CRS - Requests & Services Provided Congress 560,423 545,663 584,384 711,612 811,467 + 251,044 + 448
Loans of Collections to Congress 30,614 26,193 29,276 25,713 25,099 - 5,515 - 18.0
Copyright Claims Registered 558,645 594,501 515,612 601,659 521,041 - 37,604 - 6.7
Copyright Inquiries 395,456 436,627 385,513 339,658 358,604 - 36,852 - 9.3
Services to the Blind & Physically Handicapped (BPH) - 761,600 764,600 759,000 742,000 695,907 - 65,693 - 8.6
Readership
BPH - Books & Magazines; Total Circulated 22,553,100 22,665,000 22,825,000 23,100,000 23,464,309 + 911,209 + 4.0
BPH - New Braille & Audio Books & Magazines Titles 2,764 2,647 2,729 2,638 2,663 - 101 R 17
Print Materials Cataloged 274,890 205,893 224,544 273,534 310,235 + 35,345 + 129
National Coordinated Cataloging Operation (NACO) - LC 186,515 80,176 80,066 90,542 88,475 - 98,040 - 526
Contribution
National Coordinated Cataloging Operation - Outside Contribution 173,721 133,011 128,160 143,031 162,363 - 11,358 - 6.5
Exhibits, Displays, & Publications (Funded by Appropriations) 25 25 32 35 37 + 12 + 480
Regular Tours (Participants) 60,465 64,489 59,536 105,988 112,423 + 51,958 + 85.9
Reference Service 1,101,717 967,387 912,120 828,533 775,115 - 326,602 - 296
Main Reading Room & Five Other Reading Rooms Hours Per 65 65 65 65 65 0
Week
Ttems Circulated 2,105,278 1,767,565 1,694,582 1,580,162 1,362,724 - 742,554 - 353
Preservation Treatment - Original Format 354,027 472,027 263,817 326,623 666,422 + 312,395 + 882
Mainframe Computer Transactions 270,259,005 331,103,221 85,217,677 63,913,258 109,008,458 - 161,250,547 . 59.7
Integrated Library System Input/Update Transactions 0 0 59,319,648 65,663,286 91,834,274 + 91,834,274 + 100.0
Machine Readable Cataloging (MARC) Records 28,093,497 28,890,000 29,633,607 31,103,700 31,638,841 + 3,545344 | + 12.6
Internet Transactions (i.e., LOCIS, MARVEL, World Wide Web, | 615,149,938 728,226,616 931,256,160 1,283,747,169 | 2,039,268,542 | + 1,424,118,604 + 2315
and THOMAS public transactions)

Other noteworthy workloads include the following:

» The number of Congressional requests and
services annually provided by the Congressional
Research Service (CRS) increased from 560,423
in 1998 to 811,467 in 2002. This increase is
attributable to an increase in congressional use
of CRS electronic services, particularly the CRS
Web site.

» The annual number of registrations in the
Copyright Office decreased by 37,604, from
558,645 in 1998 to 521,041 in 2002, and the
number of copyright inquiries answered annually
decreased by 36,852 from 1998 to 2002. This
decrease is principally due to growing public use
of the Copyright Office’s Web site for
information on copyright law, the Copyright
Office’s services, and Copyright Office forms
and publications. Decreases in registrations
between 2001 and 2002 are a result of United
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States postal service mail stockpiled in the first
half of fiscal year 2002 for testing for the
anthrax bacteria. Once offsite testing facilities
were established, the mail service resumed to
the Library and the stockpile was processed, but
the mail received since the opening of the
facility was not completely processed by
September 30, 2002.

» The number of print materials cataloged
increased by 36,701 from 2001 to 2002 and
arrearages decreased in 2002 due to the
normalization of  activities after the
implementation of the Library of Congress
Integrated Library System (LC ILS).

» The number of information requests handled
by reference staff decreased from 1.1 million in
1998 to 775,115 in 2002, while the number of
Internet transactions increased from 615 million



to 2.0 billion. This trend reflects greater use of
the Library’s on-line resources.

» The number of free reading materials
circulated across the country each year to the
blind and physically handicapped increased by
911,209 to 23.5 million in 2002.

» The number of items for preservation
treatment increased by 339,799 from 2001 to
2002 primarily due to processing 250,000 of
nitrate negatives that needed to be moved from
the Library’s storage facility in Suitland,
Maryland.

» The number of mainframe transactions
increased during 2002 because of increased use
of the Copyright Office Publication and
Interactive Cataloging System, which uses a
database currently on the mainframe to satisfy
data requests.

MAJOR GOALS AND
ACCOMPLISHMENTS IN FISCAL
YEAR 2002

The following are the highlights from the fiscal years
2002 and 2003 Library of Congress budget request
documents, which document goals of the Library for fiscal
year 2002 and the accomplishments of those goals:

National Library:

Goal: Develop a National Digital Information
Infrastructure and Preservation Program (NDIIPP) plan.

Accomplishment: The Library’s NDIIPP plan was
submitted to the Congress on October 3, 2002.

Goal: Advance the Library’s mission to better the
services, access, and tools of the digital future.

Accomplishments: Created website collections for: The
Olympics 2002 Collection pertaining to the February
Olympics, the Election 2002 Collection of approximately
4,000 websites for the Election 2002 web archive, and
released the complete Lincoln Papers that constitute
approximately 20,000 items and 10,000 annotated
transcriptions produced by the Lincoln Studies Center at
Knox College. Received “Site of the Year” award from
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Yahoo! for the September 11 Web Archive

(September11.archive.org).

Goal: Meet the revised total arrearage goals approved by
the Congress, which both helps protect collections and
makes them known and accessible to readers.

Accomplishments: While arrearage reduction targets
originally set for fiscal year 2002 were not met, the
Library continued to make progress on reducing the
arrearage.

Goal: Better secure the “heritage assets” of the Library of
Congress using the four categories of internal controls for
the security of these assets: bibliographic, inventory,
physical, and preservation internal controls.

Accomplishments: National Library developed internal
policies and procedures for management and quality
control of the inventory; implemented a new LC Directive
on “Physical Security Compliance Policy;” played a key
role in developing and implementing the Site Assistance
Visit program to ensure units are complying with
collections security requirements; and played a key role
in developing security awareness programs, including
both staff and public security websites.

Goal: Continue the preservation effort to treat 150,000
books and 1 million manuscripts as well as rescue
selected “too brittle to serve” documents through paper
strengthening; monitor collection storage environments,
develop collection storage equipment specifications,
develop a mitigation plan, and stabilize select general and
special collections materials with cost-effective
treatments and preservation quality housings.

Accomplishments: Ensured the longevity of 150,000
books through a mass deacidification treatment,
completed the second year of a five-year contract to treat
1,000,000 books and 5,000,000 sheets of unbound
materials. Successfully installed the single-sheet mass
deacidification chamber onsite in the James Madison
building and started treating manuscript materials.

Goal: Continue work on the off-site storage facilities,
including building storage facilities at Culpeper, Virginia,
and Ft. Meade, Maryland; move the collections to Ft.
Meade, and begin shifting the collections in the Thomas
Jefferson and John Adams buildings.

Accomplishments: The Library has continued to work on
the off-site storage facilities, including building storage



facilities at Culpeper, VA, and Ft. Meade, MD.  The
AOC issued the Provisional Certificate of Occupancy for
Ft. Meade on September 11, 2002, and the official
opening of the Ft. Meade facility was scheduled for
November 18, 2002. The shifting of the collections in the
John Adams and Thomas Jefferson buildings cannot begin
until later in fiscal year 2003. The Library has continued
to work closely with Packard Humanities Institute, the
AOC, and contractors to develop plans for the National
Audio-Visual Conservation Center (NAVCC) in
Culpeper, VA.

Goal: Conduct a physical inventory and shelflist
conversion project for the general collections, Law and
Area Studies collections.

Accomplishments: Issued a contract to begin the eight-
year baseline inventory program; converted serials
holdings data into the LC ILS environment; and created
holdings and item records for serial and government
publications collections.

Goal: Within American Folklife, implement operation
vision, including the Veterans History Project.

Accomplishments: Received 3,210 individual Veterans
History Project collections, which document the
experiences of American war veterans through audio
taped and videotaped oral histories, photographs, letters,
publications, military documents, maps, diaries, journals,
and ephemera collected from individuals and groups
around the nation.

Law Library:

Goal: Eliminate four Law Library arrearages: looseleafl
materials, loose materials for binding, government
transfers, and conversion of titles into the LC ILS.

Accomplishments: Developed and implemented a plan to
eliminate the four arrearages.

Goal: Manage in-coming looseleaf receipts on a current
basis.

Accomplishments: Managed in-coming looseleaf receipts
on a current basis, within five days of receipt.

Goal: Implement enhanced security procedures in the
foreign law research division.
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Accomplishments: Reviewed and modified security
procedures, establishing an equipped emergency
evacuation team with updated guidelines for staff and
contractors. Also responded to Library-wide changes in
mail handling and off-site processing of mail.

Goal: Begin to survey the collections and identify
specific gaps in the area of legal treasures.

Accomplishments: Acquired the transcript of the trial of
Gandhi’s principal assassin for the rare book and trials
collections; digitized the unique Law Library collections
relating to slavery and the courts.

Copyright Office:

Goal: Formulate and provide expert advice to Congress,
executive branch agencies, courts and international
entities in furtherance of maintaining a strong and
effective national and international copyright system.

Accomplishments: Provided advice and assistance to
Congress on: the Intellectual Property Restoration Act
regarding state sovereign immunity and copyright; the
Office’s Digital Millennium Copyright Act section 104
report regarding specific digital issues; Copyright
Arbitration Royalty Panel reform; the Technology,
Education and Copyright Harmonization Act regarding
digital distance education and copyright; protection of
authentication features; and piracy in peer-to-peer
networks. Assisted in preparation of the respondent’s
brief to the Supreme Court in Eldred v. Ashcrofi, a case
challenging the constitutionality of the Sonny Bono
Copyright Term Extension Act of 1998.

Goal: Provide copyright information and reference
services to the public in a timely and efficient manner.

Accomplishments: Launched a re-designed Web site
(www.copyright.gov) to provide enhanced access to
frequently-requested pages, a new way to search the
office’s public records, a step-by-step guide to
registration, and a streamlined look that makes locating
information easier and faster. Logged 13 million hits to
the Web site, an 8% increase, and responded to 358,604
in-person, telephone, and e-mail requests for information.

Goal: Continue the Business Process Reengineering by
completing detailed process planning and reorganization
packages.



Accomplishments: Continued the intensive multi-year
effort to reengineer Copyright Office public services, such
as registering claims, recording documents, acquiring
works for the Library of Congress, answering public
requests, maintaining records, and accounting for speedy,
primarily electronic, delivery.

Goal: The Licensing Division will complete high priority
tasks related to its automation initiatives, including
changes to the remittance receipt record and refund-
transfer processing functions as well as the use of
Pay.gov.

Accomplishments: Initiated the use of Pay.gov, a form of
electronic funds transfer, for internet-based royalty
payments for over 90% of royalty remittances.

Congressional Research Service:

Goal: Support the Congress with research on terrorism
and homeland security. CRS plans to provide analytical
analysis and support on these issues and all other issues in
congressional deliberations through workshops, seminars,
and outreach programs to members of the congressional
staff.

Accomplishments: Provided 811,467 research responses
and services to assist Congress on policy issues, a 14
percent increase over fiscal year 2001. This included
approximately 2,100 custom, confidential memoranda;
more than 42,000 responses by telephone; and nearly
2,200 in-person briefings and consultations. CRS
provided support on all of the major issues deliberated by
the Congress: the global anti-terrorist campaign,
Afghanistan, Iraq, laws governing intelligence gathering
and the legal implications of that activity, war powers and
the role of the Congress, creation of a Department of
Homeland Security, bio-chemical terrorism possibilities,
border and transportation security, return to deficit
financing, corporate integrity, Medicare and Social
Security reform, Education, and election reform.

Goal: Ensure CRS has the capacity to meet the needs of
the Congress through the context of a new merit selection
and hiring process. Hiring will focus on areas where CRS
has major gaps in the capacity on current legislative
activity, and to support new capacities funded by the
Congress for the electronic era.

Accomplishments: Hired 27 staff members to satisfy the
needs of the Congress, and used complementary contract
support to acquire expertise in rapidly-evolving and
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highly specialized areas in which CRS has gaps in
capacity. Continued external research partnerships with
universities, foundations, and sister agencies to produce
research to supplement that of CRS. Initiated a functional
review of positions in the transformation of the global
expansion of digital resources and processes.

Goal: Develop and implement a plan to provide delivery
of CRS analysis to congressional clients via e-mail.
Additional improvements will be made to the CRS Web
site to improve functionality and accessibility. CRS will
also complete a revision of its Business Continuity
Contingency Plan.

Accomplishments: Made electronically available to the
Congress all 4000+ CRS products via the Internet with a
variety of access and printing methods. Introduced a new
self-subscribe Web-based system to notify Members and
staff about CRS workshops and seminars on policy
issues, with live Webcasting of selected seminars.
Implemented multiple Business Continuity Contingency
Plan tasks, including upgrades to equipment to ensure
secure communications with encrypted email.

National Library Service for the Blind and
Physically Handicapped:

Goal: Strive to maintain the current level of service to
library patrons, while simultaneously providing basic
service to eligible individuals entering the program as
new users.

Accomplishments: Circulated more than 23,460,000
audio and Braille books and magazines to the blind and
physically handicapped readership.

Goal: Maintain a level of sound reproduction machines
able to satisfy basic users’ requirements while developing
no waiting lines.

Accomplishments:  Cassette book machines were
available to all new patrons and existing patrons requiring
replacement units.

Goal: Provide support for development of audit-
recommended control systems.

Accomplishments: An  experienced management
consultant has been engaged to develop a support system
for an audit-recommended control system.



Goal: Explore digital technological possibilities to the
point of considering adaptations of a cost-effective,
efficient, internationally acceptable, user-friendly delivery
system through implementation of the National
Information Standards Organization, American National
Standards Institute, and International Standards
Organization process.

Accomplishments: The NLS website was redesigned to
improve usefulness, accessibility, and ease of navigation
for the target audiences. Also, at the close of FY 2002,
2,078 users had signed up for the new free Internet service
Web-Braille, accessing more than 4,175 digital Braille
book files. NLS also hosted a digital talking book design
competition, receiving 146 entries from 28 schools across
the country. The winners models will be incorporated
into the design for the Library’s digital talking book, to be
introduced in 2008.

Revolving and Reimbursable Funds:

Goal: Develop business plans for all fee-for-service
activities including the goal of generating profits from
certain activities to support core Library services.

Accomplishments: The FEDLINK program, which has
the highest revenue of all the revolving and reimbursable
funds, issued a business plan during fiscal year 2002.

Management Support Services:

NOTE: The Management Support Services, while not
listed as a program on the Statement of Net Cost as their
costs are allocated to the programs, have goals and
accomplishments tracked separate from the major
programs.

Goal: The Office of the Librarian will sustain effective
and efficient priority program activities to meet the
requirements of the Congress, focused specifically on
security and safety initiatives, processes and functions
related to human resources, and aid in the transition from
traditional formats to the digital future.

Accomplishments: The Office of the Librarian responded
to thousands of congressional inquiries about the
Library’s collections, activities, policies, and facilities and
continued to develop electronic educational content for
the Library’s website as well as obtained rights clearances
for use of the Library collections of its website
www.loc.gov. The Library also sponsored the National
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Book Festival, hosting more than 70 authors, illustrators,
and storytellers for readings and performances.

Goal: Provide customer support by Human Resources
Service ensuring responsive, efficient, and effective
personnel administration.

Accomplishments: HRS implemented a new, more
strategically-focused, organization, including the five
major components of strategic planning and automation,
workforce acquisition, workforce management, workforce
diversity and accommodations, and work life services
center. All office directors, along with two Special
Assistants to the Director for Human Resources, have
been selected and HRS staff reassigned.

Goal: Continue to maintain the Library’s technology
infrastructure and support the Library’s technology needs
and transformation into the digital age during the fiscal
year 2002.

Accomplishments: Information Technology Services
provided reliable and responsive support to the Library
and external customers, processing more than two billion
transactions. The Digital Scan Center processed 22,500
images, and the Hotline formally logged 10,445 requests
and problem reports. Telephone operators responded to
59,720 telephone calls. The Library’s primary web pages
completed 54 consecutive weeks in the top ten federal
government websites for fast and reliable response times.

Goal: Integrated Support Service plans to reduce health
and safety threats to the Library's staff by serving on joint
Congressional and Library task forces on mail solutions,
developing a plan to handle Library mail, and processing
Library mail off-site in conjunction with Capital Hill oft-
site mail facility.

Accomplishments:  Participated in  emergency
management activities throughout the year, and with
particular intensity following the anthrax attack of
October that temporarily closed the Library and
suspended the delivery of 1* class mail and flats for six
months. These activities included: assisting the Office of
the Attending Physician with anthrax testing and
counseling, conducting numerous briefings for Library
staff; conducting a ground-breaking study that examined
the impact on staff of handling irradiated mail;
developing and implementing an environmental testing
and monitoring plan for Library Buildings; and, by
serving on the Congressional and Library of Congress
Joint Committee on Mail Solutions, establishing and



assisting with the implementation of protocols for offsite
receipt, irradiation, and x-raying of all future incoming
mail for the Library, House, and Senate.

Goal:  Monitor Architect of the Capital (AOC)
construction and installation of improved internal and
perimeter security, including bollards, curb walls, police
shelters, vehicle barriers, modifications to building
entrances to accommodate enhanced security screening,
additional exterior CCTV, and improved exterior lighting
around the Library’s Capitol Hill buildings.

Accomplishments: Initiated construction of a
consolidated police communication center to integrate the
Library’s access control, intrusion detection, security, and
environmental monitoring systems. Instituted full staff
entry screening with X-ray machines and metal detectors,
as well as beginning the installation of perimeter security
enhancements including exterior monitoring cameras and
lightening, barriers, and garage and parking lot
safeguards.

MANAGEMENT CONTROL PROGRAM

The Library has a management control program (MCP)
that requires annual risk (vulnerability) assessments and
periodic detailed reviews of internal controls based on the
results of the vulnerability assessments. The MCP is
designed to ensure that: (1) obligations and costs comply
with applicable law; (2) assets are safeguarded against
waste, loss, unauthorized use or misappropriation; (3)
revenues and expenditures are properly accounted; and
(4) program activities are carried out in the most efficient,
effective, and economical manner possible.

During the fiscal year 2002, Library staff performed
vulnerability assessments on all of the 187 identified
financial and non-financial modules and assigned, based
on a scoring system, a high, medium or low risk to the
modules. Then, based on risk and scheduling, Library
staff performed 58 detailed control reviews in fiscal 2002
to examine the controls in place in the selected modules.

Plans to correct any deficiencies in controls were derived
based on the examination results and will be tracked at an
agency level by program officials until the deficiencies
are resolved.

STEWARDSHIP REPORTING

The standard for stewardship reporting on selected assets
classified as "heritage assets" developed by the Federal
Accounting Standards Advisory Board (FASAB) is
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mandatory for fiscal years 2002 and 2001. The standard
applies to entities (1) that control stewardship resources
and (2) whose financial statements purport to be in
accordance with federal accounting principles and
standards developed by FASAB and accepted by the
principals.  All stewardship information is deemed
"required supplemental stewardship information."

In fiscal year 1995, the Library, in consensus with its
independent auditors at that time, determined its
collections were within the stewardship resource
classification and prepared its first stewardship report.
Beginning in fiscal year 1995, the Library initiated
developing a data collection and a trial reporting
methodology that lead to fulfilling the objectives of the
stewardship reporting standard -- to assist in judging the
long-term effectiveness of expenditures for "heritage
assets,” the results of inputs and outcomes, and the
financial impact of sustaining current services.

Consistent with the guidelines provided by FASAB, the
Library has prepared its seventh stewardship report on its
collections that provides the suggested relevant
information concerning the asset description, acquisition,
preservation, security, use, estimated number of items,
and expenditures. The Stewardship Report is included as
Section 3 of this report.

LIMITATIONS OF THE FINANCIAL
STATEMENTS

The Library's financial statements are the culmination of a
systematic accounting process. The statements have been
prepared to report the financial position and results of
operations of the Library of Congress, pursuant to the
hierarchy of accounting principles and standards set forth
in Note 1 to the Financial Statements. While the
statements have been prepared from the books and
records of the Library, the statements are in addition to
the financial reports used to monitor and control
budgetary resources that are prepared from the same
books and records. The statements should be read with
the realization that they are for a component of the U.S.
Government, a sovereign entity. One implication of this
is that liabilities cannot be liquidated without legislation
that provides resources to do so.
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THE LIBRARY OF CONGRESS

Consolidated Balance Sheets
As of September 30, 2002 and 2001
(Dollars in Thousands)

ASSETS

Intragovernmental Assets
Fund Balance with Treasury (Note 2)

Investments (Note 5)
Accounts Receivable, Net (Note 6.A)
Other Assets

Investments (Note 5)
Accounts Receivable, Net (Note 6.A)

Pledges Receivable - Donations (Note 6.B)
Cash and Other Monetary Assets (Note 3)
Inventory (Note 7)

Property and Equipment, Net (Note 8)
Other Assets

Library Collections (Note 1.M)

Total Assets

LIABILITIES

Intragovernmental liabilities
Accounts Payable
Advances from Others
Accrued Funded Payroll, Benefits

Accrued Unfunded Workers” Compensation (Note 11)

Accounts Payable

Advances From Others

Custodial Liability (Note 4)

Accrued Funded Payroll, Benefits

Deposit Account Liability

Accrued Unfunded Annual and Compensatory Leave
Actuarial Unfunded Workers' Compensation (Note 11)

Deferred Credits - Pledges
Capital Lease Liability (Note 10.A)
Other Liabilities (Note 13)

Total Liabilities

NET POSITION

Balances:
Unexpended Appropriations (Note 15)
Cumulative Results of Operations

Total Net Position

Total Liabilities and Net Position

The accompanying notes are an integral part of these financial statements.
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2002

$ 314,638
706,522
7,576

5,493

49365
444
11,064
978
2,010
58,073
583

$ 1,156,746

$ 1,814
25,360

1,168

1,633

29,482
2,791
657,665
7,144
5,090
19,218
9,087
35

620
2,140

763,247

230,690
162,809

393,499

$ 1,156,746

2001

$ 291,566
606,214
5.447

1,759

59.432
257

10,591
700
2,100
56,504
35

$ 1,034,605

$ 1,101
25,930

2,675

1,742

24,857
2,522
556,147
15,549
4,598
18.430
9,404

0

633
1,547
665,135

202,329
167,141
369,470

$ 1,034,605



THE LIBRARY OF CONGRESS

Consolidated Statements of Net Costs
For the Fiscal Years Ended September 30, 2002 and 2001

(Dollars in Thousands)

Net Costs by Program Area:
National Library:
Program Costs
Less Earned Revenue
Net Program Costs

Law Library:
Program Costs
Less Earned Revenue
Net Program Costs

Copyright Office:
Program Costs
Less Earned Revenue
Net Program Costs

Congressional Research Service:
Program Costs
Less Earned Revenue
Net Program Costs

National Library Service for the Blind and Physically Handicapped:
Program Costs
Less Earned Revenue
Net Program Costs

Revolving and Reimbursable Funds:
Program Costs
Less Earned Revenue
Net Program Costs

Net Costs of Operations

The accompanying notes are an integral part of these financial statements.
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2002

$ 346,131
4,611

341,520

16,596
20

16,576

57,008
23,822

33,186

108,365
0

108,365

51,538
0

51,538

77,536
65,080

12,456

$ 563,641

2001

$ 320,508
6,648
313,860

14,642
8
14,634

54,293
24,572
29,721

99,743
0
99,743

50,109
0
50,109

71,779
57,240
14,539

$ 522,606



THE LIBRARY OF CONGRESS

Consolidated Statements of Changes in Net Position
For the Fiscal Years Ended September 30, 2002 and 2001
(Dollars in Thousands)

2002 2001
Cumulative Results ~ Unexpended Cumulative Results ~ Unexpended
of Operations Appropriations of Operations Appropriations

Net Position, Beginning $ 167,141 202,329 $ 132,792 78,690
Budgetary Financing Sources

Appropriations Received 459,548 512,921

Appropriations transferred — in/out 31,075 6,600

Other adjustments (Recession, Cancelled Auth., etc.) (3,611) (4,906)

Appropriations Used 458,651 (458,651) 390,976 (390,976)

Non-Exchange Revenue 1,784 2,994

Donations-Cash or securities 10,738 73,272

Transfer in/out without reimbursement (11,657) 16

Other financing sources with budgetary impact 862 151
Other Financing Sources

Donations-Property and Services 52,060 58,861

Transfer in/out without reimbursement (118) (453)

Imputed Financing from costs absorbed by others 59,803 53,672

Other (12,814) (22,534)
Total Financing Sources 559,309 28,361 556,955 123,639
Net Cost of Operations (563,641) (522,606)
Net Position, Ending $ 162,809 230,690 $ 167,141 202,329

The accompanying notes are an integral part of these financial statements
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THE LIBRARY OF CONGRESS

Combined Statements of Budgetary Resources
For the Fiscal Years Ended September 30, 2002 and 2001
(Dollars in Thousands)

2002 2001
Budgetary Resources
Budget Authority $ 725,797 $ 818,823
Unobligated Balances - Beginning of Period 743,624 680,374
Spending Authority from Offsetting Collections 108,804 95,134
Adjustments, net 13,304 8,324
Total Budgetary Resources $ 1.591,529 $ 1,602,655
Status of Budgetary Resources
Obligations Incurred, New $ 738,054 $ 849,666
Unobligated Balance - Available 847,028 734,499
Unobligated Balance - Not Available 6,447 18,490
Total, Status of Budgetary Resources $ 1,591,529 $ 1,602,655
Outlays
Obligations Incurred, New $ 738,054 $ 849,666
Less: Spending Authority from Offsetting
Collections and Adjustments 126,600 109,325
Subtotal 611,454 740,341
Obligated Balance, net - Beginning of Period 135,614 137,719
Less: Obligated Balance, net - End of Period 149,652 135,614
Total Outlays $ 597416 $ 742,446

The accompanying notes are an integral part of these financial statements.



THE LIBRARY OF CONGRESS

Consolidated Statements of Financing
For the Fiscal Years Ended September 30, 2002 and 2001
(Dollars in Thousands)

2002 2001
Obligations and Nonbudgetary Resources
Obligations incurred, new $ 738,054 $ 849,666
Spending authority from offsetting collections and adjustments (126,600) (109,325)
Donations not in the budget 52,060 58,861
Imputed financing 59,803 53,672
Transfers-in (out) (118) 0
Exchange revenue not in the budget (300) (141)
NonExchange revenue not in the budget 108 0
Trust/Special fund exchange revenue receipts (4,301) (10,269)
Other (12,814) 0
Total obligations as adjusted and nonbugetary 705,892 842,464
resources
Resources Not Funding Net Costs of Operations
Increase in budgetary resources for undelivered orders (24,864) (1,406)
Increase in unfilled customer orders, excluding unearned refunds 6,348 2,015
Costs capitalized on the balance sheet (26,828) (73,895)
Financing sources that fund costs of prior periods 0 (131)
Adjustments for Trust fund outlays not affecting net cost (14,566) (32)
Refunds of nonexhange revenue and Copyright Licensing royalties (118,089) (269,137)
Total resources not funding net costs of
! u g (177,999) (342,586)
operations
Costs That Do Not Require Resources
Depreciation and amortization 22,581 22,379
Bad debt from public vendor overpayment receivables 2 )
Revaluation of Assets and Liabilities 12,824 0
Disposition of Assets 3) 3
Other costs 81) 347
Total costs that do not require resources 35,323 22,728
Financing Sources Yet to be Provided
Increases in unused annual leave and actuarial liability 425 0
Net Cost of Operations $ 563,641 $ 522,606

The accompanying notes are an integral part of these financial statements.
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THE LIBRARY OF CONGRESS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Fiscal Years Ended September 30, 2002 and 2001

1 Summary of Significant Accounting Policies

A. Reporting Entity

The Library of Congress (Library), a legislative branch
agency of the federal government, was established in
1800 primarily to provide information and policy
analyses to the members and committees of the U.S.
Congress. Since then, the Library has been assigned
other major missions such as administering the U.S.
copyright laws, providing cataloging records to the
nation's libraries, and coordinating a national program
to provide reading material for blind and physically
handicapped residents of the U.S. and its territories and
U.S. citizens residing abroad. The Library also
provides services to other federal agencies and
administers various gift and trust funds.

The Library's programs and operations are subject to
oversight by the Joint Committee on the Library, which
is comprised of members of the U.S. House of
Representatives and Senate. ~ The Library relies
primarily on appropriated funds to support its programs
and operations. Budget requests are subject to review
by the House and Senate Appropriations
Subcommittees on Legislative Branch Appropriations.
The Library also receives funds from other agencies for
services provided under the Economy Act and other
statutes. In addition, the Library administers several
fee-service revolving funds and receives donations
from the public in the form of gifts and trusts. The
trust funds are controlled by the Library of Congress
Trust Fund Board, which consists of the Librarian of
Congress (who is Chairman and Secretary of the Trust
Fund Board), the Chairman and Vice-Chairman of the
Joint Committee on the Library, the Secretary of the
Treasury (or an assistant secretary designated in
writing by the Secretary of the Treasury), and ten
additional members appointed by the President (two),
the U.S. House of Representatives (four), and the U.S.
Senate (four).

Entity activities are those for which the Library has the
authority to use the assets. Non-entity activities consist
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primarily of custodial accounts that are not available
for use by the Library.

B. Basis of Presentation

The accompanying financial statements report the
financial position, net costs, changes in net position,
budgetary resources and financing of the Library for
fiscal years 2002 and 2001. These consolidated and
combined financial statements include the accounts of
all funds under the Library's control which have been
established and maintained to account for the resources
of the Library. They were prepared from the Library's
financial management system in accordance with
generally accepted accounting principles.

As a legislative branch agency, the Library is not
required to follow the executive agency accounting
principles established by the Comptroller General
under 31 U.S.C. 3511 or the standards developed by
the Federal Accounting Standards Advisory Board
(FASAB). However, the Library maintains its fund
balances with the Department of the Treasury and
submits information required to incorporate its
financial and budgetary data into the overall federal
government structure.  For purposes of financial
management and reporting, the Library has issued a
regula